NOTICE TO
STATE WATER PROJECT CONTRACTORS

NUMBER: 01-01 pAaTE:  JAN 23 2001
SUBJECT: SGolicitation of Interest in Water FROM:  Signed: Thomas M. Hannigan
Purchase To Augment SWP

2001 Deliveries

Attached is the Preliminary Forecast for State Water Project Operations for
2001 under three possible hydrologies. In light of the current allocation of 40% of
SWP contract entitlements and in anticipation of further dry conditions, the
Department of Water Resources is investigating the possibility of making water
purchases to augment supplies for SWP contractors in 2001. Inasmuch as the project
serves over 23 million people and irrigates a large portion of the State’s agricultural
lands, it is necessary to undertake such an investigation to meet the expectation of the
29 contractors who rely on the Department to provide a water supply and who pay all
costs of project construction, operation, and maintenance.

With this notice, the Department is contacting the SWP contractors to
determine their interest in participating in the purchase of water to augment SWP
deliveries in 2001. This notice, and the attached questionnaire, is intended to gauge
interest in water purchases for 2001 supplies.

If affirmative responses are received, the Department will pursue discussions
that would lead to a program to purchase water to augment SWP supplies for those
contractors who are interested in participating in the program. Details of the program
will be developed in the coming weeks and communicated to contractors prior to
implementation of the program. The program will be structured to provide for advance
guarantees of payment by participating contractors.

All contractors should notify the Department, in writing by January 31, 2001,
whether or not they are interested in a water purchase program and, if so, provide the
following information:
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» Amount of water they wish the Department to purchase on their behalf,
e Avrange of price they are willing to pay for the water, and
e Any time constraints they may have regarding delivery of the water.

The first portion of the program is intended to be in place by mid-February, with
guarantees required by February 28, 2001.

Depending on hydrologic conditions, the Department may designate a second
open period later in the spring for contractors to request additional water. The
program will terminate when all requested water purchases have been made or
hydrologic conditions have made the program unnecessary.

The Department will keep contractors informed of all purchases.

The proposed program is undertaken in conjunction with the proposals made by
the Governor's Advisory Drought Planning Panel in the December 29, 2000 Critical
Water Shortage Contingency Plan. Any purchase program developed in response to
this notice will be consistent with that plan.

Please fill out and fax the attached questionnaire to Teresa Geimer. If you have
any questions, please contact Dan Flory, Chief of DWR'’s State Water Project Analysis
Office, at (916) 653-4313 or Teresa Geimer of his staff at (916) 653-4547.

Attachments
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Questionnaire on 2001 SWP Water Supply

Date:

Name of SWP Contractor:

| do not wish to participate in a DWR-sponsored water purchase program for
2001.

| do wish to participate in a DWR-sponsored water purchase program for 2001.

Estimate of quanitity needed: af

Range of price willing to pay: $ /af

Preferred time of deliveries

Other terms:

Comments:

Signed:

Title:




